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5i6 MICHIGAN LAW REVIEW 

Saws — Corporate Stock — Implied Warranties — De Facto Corporation. 
— Bill in chancery to set aside a sale of 7,000 shares of the capital stock 
of a certain mining corporation, and to enjoin the defendants from converting 
to their own use a sum of money paid as part of the purchase price, and 
to enjoin them from transferring a number of promissory notes given for the 
balance of the purchase price, and further that they be required to sur- 
render the notes for cancellation. The contentions of the plaintiff were that 
the mining company was not legally created and that the stock, of which 
that purchased by plaintiff formed a part, was illegally issued. Held, that 
where a person buys stock of a de facto corporation, no warranty being maHe 
that it is a de jure corporation, he cannot avoid payment by showing that the 
corporation was not legally organized and that the stock was illegally issued, 
since the only warranty implied is that the stock is genuine and that the 
vendor is the owner and authorized to transfer title. Burwash v. Ballow et al. 
(1907), — 111. — , 82 N. E.iRep. 355. 

Following are the expressions of some of the courts in regard to the war- 
ranties implied in the sale of stocks of corporations. The vendor of corporate 
stock does not impliedly warrant that the stock was issued by a de jure 
corporation. Marshall v. Reach, 227 111. 35 ; 81 N. E. 29. A vendor of stock 
in a corporation impliedly warrants that the same is genuine, and that he 
is the owner thereof and authorized to transfer title; and it was said that 
if the vendee desires further protection, he must exact a special guaranty. 
Higgins V. Illinios Trust and Savings Bank et al., 193 111. 394. The vendor of 
a share of stock impliedly warrants that the same is issued by the duly consti- 
tuted officers of the company and is sealed with the genuine seal of the 
corporation ; but he does not warrant that such share has not been fradulently 
issued by the officers in excess of its charter limit. People's Bank v. Kurtz, 
99 Pa. St. 344. There is no implied warranty that the stock is of a de jure cor- 
poration. Harter v. Elzroth, iii Ind. 159; 12 N. E Rep. 129. A vendor of 
bank stock warrants the title, but not its quality or value. Allen v. Pegram, 
16 la. 163. In Meyer v. Richards, 163 U. S. 385, a principle is enunciated 
which, while not involving the sale of corporate stock, nevertheless seems 
quite appropriate and might well have been applied in the principal case. 
Certain bonds had been issued by the state of Louisiana for a valid pur- 
pose. Part of the bonds so issued were valid and part invalid. The plaintiff 
bought a number of the invalid bonds and, on discovering the fact, sued 
his vendor to recover the purchase money. The court allowed him to re- 
cover. The court said : "The admission being that both parties contemplated 
the delivery of valid obligations, bonds of that character being outstanding, 
* * * such purpose was not fulfilled by the delivery of a mere equity 
which one of the parties, the seller, claims was existing in his behalf. Valid 
bonds and not the mere claim by the seller to enforce invalid bonds was the 
object of the contract." 

Sales — Entire and Divisible Contracts. — ^Defendant contracted to sell 
lumber to plaintiff to be subject to inspection by a third person. The 
lumber was shipped and the greater part was rejected on inspection. The 



